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STATEMENT OF THE ACCOUNTING OFFICER'S RESPONSIBILITY AND APPROVAL 


BIG 5 HLABISA LOCAL MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting an 
is responsible for the content and integrity of the annual financial statement and related financial information included in this report. 
It is the responsibility of the accounting officer to ensure that the annual financial statement fairly present the state of affairs of the 
municipality as at the end of the financial year and the results of its operations and cash flows for the period then ended. 

The external auditors are responsible for reporting on the fair presentation of the annual financial statements. 


The annual financial statements have been prepared in accordance with South African Statement of General Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 


The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgment and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by the 
municipality and place considerable importance on maintaining a strong control environment. To enable the accounting officer 
to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of error or loss in 
cost effective mannner. The standards include the proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These control are 
monitored throughout the municipality and all employees are required to maintain the highest ethical standards in ensuring the 
municipality's business is conducted in a manner that in all reasonable circumstances are above reproach. The focus of risk 
management in the municipality is on identifying assessing, managing and monitoring all known forms of risk across the municipali 
While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructur 
controls, systems and ethical behaviours are applied and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management that the system of intern 
control provides reasonable assurance that the financial records may be relied on for the preparation of the annual financial statem 
However, any system of internal financial control can provide only reasonable, and not absolute, assurance against material 
misstatement or loss. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2017 and, in the light of this reviev 
and the current financial position, he is satisfied that the municipality has or has access to adequate resources to continue in 
operational existence for the foreseeable future. The external auditors are responsible for independently reviewing and reporting 
on the municipality's annual financial statements. 


The annual financial statements set out on page 5 to 39 which have been prepared on the going concern basis, 
were approved by accounting officer. 


Dr VJ Mthembu 
Municipal Manager 


30 JUNE 2017 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 


The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention unless specified 
otherwise. These annual financial statements have been prepared in accordance with the Generally Recognised Accounting Practice (GRAP), including any 
interpretations, guidelines and directives issued by the Accounting Standards Board in accordance with the Municipal Finance Management Act(Act No 56 of 
2003). 

Assets, liabilities, revenues, and expenses have not been offset except when offsetting is required or permitted by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial statement, unless explicitly stated. The details of any 
Accounting policies for material transaction, events or conditions not covered by the above GRAP Standards have been developed in accordance with paragraph 
7,11 and 12 of GRAP 3.These accounting policies and the applicable disclosures have been based on the South African Statements of Generally Recognised 
Accounting Practices including any interpretations of such Statements issued by the Accounting Practices Board. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality and the figures are rounded off to the 
nearest rand. 

1.3 GOING CONCERN ASSUMPTION 

The annual financial statements have been prepared on the assumption that the Municipality will continue to operate as a going concern for at least the next 12 
months. 

1.4 BUDGET INFORMATION & COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial statements and forms part of the audited annual 
1,4,1 financial statements. 


1,4,2 When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts restated. 

The nature and reason for reclassification is disclosed. Where accounting errors have been identified in the current year, the correction is made 
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as practicable, and the prior year comparatives are restated accordingly. 


1.5 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality: 

GRAP 20 - Related Party Disclosures 

GRAP 32 - Service Concession Arrangements Grantor 

GRAP 34 - Separate Financial Statements 

GRAP 35 - Consolidated Financial Statements 

GRAP 36 - Investments Associated and Joint Ventures 

GRAP 37 - Joint Arrangements 

GRAP 38 - Disclosure of Interests in other Entities 

GRAP 108 - Statutory Receviables 

GRAP 109 - Accounting by Principles and Agents 

GRAP 110 - Living and non Living Resources 


1.6 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or supply of goods or 
services, rental to others, or for administrative purposes, and are expected to be used during more than one period. 

1,6,1 INITIAL RECOGNITION 

The cost of an items of property, plant and equipment are recognised as assets when it is probable that the future economic benefits or service potential 
associated with the asset will flow to the entity and the cost thereof can be measured reliably. 

On acquisition date assets are initially recorded at cost. The cost of an item of property, plant and equipment is the purchase price and other costs attributable to 
bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and rebates 
are deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and removing the asset and restoring the site on which it is 

InrotoH 


Page 1 



BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ended 30 June 2017 

1,6,1 INITIAL RECOGNITION (CONTINUED) 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equal to the fair value 
of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non¬ 
monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the 
carrying amount of the asset's) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more than one period. 
Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of property, plant and equipment, they are accounted for 
as property, plant and equipment. 


1,6,2 SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 


Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new component. Subsequent 
expenditure incurred on an asset is capitalised when it increases the capacity or future economic benefits associated with the asset. 


1,6,3 DEPRECIATION 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Components of assets that are 
significant in relation to the whole asset and that have different useful lives are depreciated separately. The annual depreciation rates are based on the following 
estimated average asset lives: 


Infrastructure Assets 

Roads and Paving 30 years 

Roads and Water 30 years 

Community Assets 

Recreational Facility 20-30 years 

Security 5 years 

Community Halls 30 years 

Libraries 30 years 

Parks and gardens 10 years 

Finance Lease Assets 

Office equipment 5 years 

Other Assets 

Buildings 30 years 

Specialist vehicles 10 years 

Other vehicles 5 years 

Office equipment 3-7 years 

Furniture and fittings 7-10 years 

Specialised plant and equipment 10-15 years 

Landfill sites 30 years 

Computer equipment 3-7 years 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are recognised as a change in accounting 
estimate in the Statement of Financial Performance. 


1,6,4 IMPAIRMENT OF ASSETS 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of whether there is an indication of possible 
impairment is done at each reporting date. Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable 
amount, it is written down immediately to its recoverable amount and an impairment loss is charged to the Statement of Financial Performance. 


Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment annually by comparing its carrying amount with 
its recoverable amount. This impairment test is performed during the annual period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not possible to estimate the 
recoverable service amount of the individual asset, the recoverable service amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable service amount. That 


Page 1 



BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 

1.6.4 IMPAIRMENT OF ASSETS (CONTINUED) 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or deficit. Any impairment 
loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less than the carrying amount of the unit. The 
impairment loss is allocated to reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for assets may no longer exist 
or may have decreased. If any such indication exists, the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been 
determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately in surplus or deficit. Any 
reversal of an impairment loss of a revalued asset is treated as a revaluation increase. 

1.6.5 CASH GENERATING ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such indication exists, the municipality 
estimates the recoverable amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not possible to estimate the 
recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. That reduction is an 
impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortization is recognized in surplus or deficit. 

An impairment loss is recognized for cash-generating units if the recoverable amount of the unit is less than the carrying amount of the unit. The impairment loss 
is allocated to reduce the carrying amount of the assets of the unit as follows: 

> To the assets of the unit, pro-rata on the basis of the carrying amount of each asset in the unit. 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognized in prior periods for assets may no longer 
exist or may have decreased. If any such indication exists, the recoverable amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been 
determined had no impairment loss been recognized for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortization is recognized in surplus or deficit. 


1,6,6 NON- CASH GENERATING ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such indication exists, the municipality 
estimates the recoverable service amount of the asset. 

If there is any indication that an asset may be impaired the recoverable service amount is estimated for the individual asset. If it is not possible to estimate the 
recoverable service amount of the individual asset, the recoverable service amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or cash-generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable service amount. That 
reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortization is recognized in surplus or deficit. 

An impairment loss is recognized for non-cash generating units if the recoverable service amount of the unit is less than the carrying amount of the unit. The 
impairment loss is allocated to reduce the carrying amount of the assets of the unit as follows: 

> To the assets of the unit, pro-rata on the basis of the carrying amount of each asset in the unit. 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognized in prior periods for assets may no longer 
exists or may have decreased. If any such indication exists, the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been 
determined had no impairment loss been recognized for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortization is recognized in surplus or deficit. 


1,6,7 DERECOGNITION 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic benefits or service potential 
expected from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

1.7 INTANGIBLE ASSETS 

1.7.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer software, licenses, and development costs. The 
municipality recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic benefits or service 
potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. Research expenditure is never capitalised, while 
Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equal to the 
fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non-monetary assets, the 
asset acquired is initially measured at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset's) given up. 

1.7.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The cost of an intangible asset is amortised over the useful 
life where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an annual impairment test. 


1,7,3 AMORTISATION AND IMPAIRMENT 


Page 1 



BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the straight line method. The annual 
amortisation rates are based on the following estimated average asset lives: 

Computer software 3-5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at each reporting date and any changes are 
recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an item of an intangible asset is greater than 
the estimated recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) and 
an impairment loss is charged to the Statement of Financial Performance. 

1,7,4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an intangible asset is determined as the difference between the sales proceeds and the 


1.8 INVESTMENT PROPERTY 

1,8,1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance lease) held to earn rentals and/or for 
capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary 


1,8,1 INITIAL RECOGNITION (CONTINUED) 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets the definition of investment property. 
However, where an investment property was acquired through a non-exchange transaction (i.e. where it acquired the investment property for no or a nominal 
value), its cost is its fair value as at the date of acquisition. 


The cost of self-constructed investment property is the cost at date of completion. 


Transfers are made to or from investment property only when there is a change in use. For a transfer from investment property to owner occupied property, the 
deemed cost for subsequent accounting is the fair value at the date of change in use. If owner occupied property becomes an investment property, the 
Municipality accounts for such property in accordance with the policy stated under property, plant and equipment up to the date of change in use. 


1,8,2 SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, investment property is carried at its fair value at the reporting date. Any 
gain or loss arising from a change in the fair value of the property is included in surplus or deficit for the period in which it arises. 

The municipality shall revalue its investment property that are under revaluation with measured using fair value. 


1.8.3 DERECOGNITION 

Investment property is derecognised when it is disposed or when there are no further economic benefits expected from the use of the investment property. The 
gain or loss arising on the disposal or retirement of an item of investment property is determined as the difference between the sales proceeds and the carrying 
value and is recognised in the Statement of Financial Performance. 

1.8.4 DIRECTOVE 7 - DEEMED COST 

Use of deemed cost for property, plant and equipment, investment property, intangible assets and heritage assets 

When an entity initially recognises an asset using the Standards of GRAP, it measures such assets using either cost or fair value at the date of acquisition 
(acquisition cost). Where the acquisition cost of an asset is not available on the adoption of the Standards of GRAP, acquisition cost is measured using a 
surrogate value (deemed cost) at the date an entity adopts the Standards of GRAP (measurement date). Deemed cost is determined as the fair value of an asset 
at the measurement date. 

An entity may have determined a deemed cost for an asset under another basis of accounting where information about the acquisition cost of the asset was 
unavailable. A deemed cost determined for an asset under another basis of accounting is acceptable for purposes of this Directive if it represents the fair value of 
the asset as or its cost or depreciated historical cost. 


The Hlabisa Municipality did not apply Directive 7 for Property, Plant & Equipment identified after the adoption of GRAP. These assets were identified in the 
current financial year and a correction of error is to be applied retrospectively 
a description of whether deemed cost was determined: 

(i) using fair value or depreciated replacement cost for items of property, plant and equipment and investment properties; and 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 


1.9 FINANCIAL INSTRUMENTS 

1,9,1 INITIAL RECOGNITION 

Financial instruments are recognised as either financial assets or financial liabilities. Financial assets are categorised according to their nature as either financial 
assets at fair value through profit or loss, cost or amortized cost. Financial liabilities are categorised as either at fair value through profit or loss, cost or amortized 
cost. 


1.9.2 SUBSEQUENT MEASUREMENT 

The subsequent measurement of financial assets and liabilities depends on this categorisation and, in accordance with GRAP 104. 

1.9.3 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term deposits invested in registered commercial banks, 
are categorised as either held-to-maturity where the criteria for that categorisation are met, or as loans and receivables, and are measured at amortised cost. 
Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period that the 
impairment is identified. Impairments are calculated as being the difference between the carrying amount and the present value of the expected future cash flows 
flowing from the instrument. On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or credited to 
the Statement of Financial Performance. 

1.9.4 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets. Loans and receivables and are initially recognised at fair value and subsequently carried at 
amortised cost. Amortised cost refers to the initial carrying amount, plus interest, less repayments and impairments. 

An estimate is made for doubtful receivables based on a review of all outstanding amounts at year-end. Significant financial difficulties of the debtor, probability 
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered indicators 
that the trade receivable is impaired. Impairments are determined by discounting expected future cash flows to their present value. Amounts that are receivable 
within 12 months from the reporting date are classified as current. 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the use of an allowance account, and the 


1,9,5 FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liabilities held at amortised cost, are initially recognised at fair 
value and subsequently measured at amortised cost which is the initial carrying amount, less repayments, plus interest. 


1,9,6 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short-term highly liquid investments, 
readily convertible into known amounts of cash, that are held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. Amounts owing in respect of bank 
overdrafts are categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.10 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received from another 
sphere of government, municipality or organ of state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management 
Act (Act No.56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.11 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the Municipal Systems Act (Act No.32 of 
2000), the Public Office Bearers Act (Act No. 20 of 1998), Division of Revenue Act of 2008 or is in contravention of the Municipality’s supply chain management 
policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.12 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been exercised. Fruitless and 
wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 

1.13 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it is probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting 
date and adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted to their present value using a pre-tax 
discount rate that reflects the market's current assessment of the time value of money, adjusted for risks specific to the liability (for example in the case of 
obligations for the rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the possibility of an outflow of resources 
embodying economic benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

Provisions are derecognised when it is no longer probable that an outflow of resources will be occur. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is sufficient objective evidence 
that they will occur. Gains from the expected disposal of assets are not taken into account in measuring a provision. Provisions are not recognised for future 
operating losses. The present obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: - the business or part of a business concerned;- the principal locations 
affected - the location, function, and approximate number of employees who will be compensated for terminating their services; 

- the expenditures that will be undertaken; and when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan or announcing its main 
features to those affected by it. 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 

1.14 LEASES 

1.14.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are transferred to the municipality. 
Property, plant and equipment or intangible assets subject to finance lease agreements are initially recognised at the lower of the asset's fair value and the 
present value of the minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of 
the minimum lease payments due in terms of the lease agreement, discounted for the effect of interest. In discounting the lease payments, the municipality uses 
the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to property, plant, equipment 
or intangibles. The lease liability is reduced by the lease payments, which are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to derecognition of financial instruments are 
applied to lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the lease term. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are accrued on a straight-line basis over the 
term of the relevant lease. 

1.14.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). The receivable is 


1.15 REVENUE 

1.15.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered / goods sold, the value of which 
approximates the consideration received or receivable. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each property that has improvements. 
Tariffs are determined per category of property usage, and are levied monthly based on the recorded number of refuse containers per property. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is rendered by applying the relevant gazetted tariff. 
This includes the issuing of licenses and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to the consumer. 

1.15.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue is measured at the fair value of the consideration received or receivable. 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity without directly giving approximately 
equal value in exchange. Revenue from non-exchange transactions is generally recognised to the extent that the related receipt or receivable qualifies for 
recognition as an asset and there is no liability to repay the amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are recognised when such amounts are legally 
enforceable. Penalty interest on unpaid rates is recognised on a time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when the spot fine and summonses are issued. 

Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or where the contribution is to 
finance property, plant and equipment, when such items of property, plant and equipment qualifies for recognition and first becomes available for use by the 
municipality. Where public contributions have been received but the municipality has not met the related conditions, a deferred income (liability) is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment qualifies for recognition and become available for use 
by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery thereof from the responsible Councilors or officials is virtually 
certain. 

1.15.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been transferred meet the criteria for recognition as an 
asset. A corresponding liability is raised to the extent that the grant, transfer or donation is conditional. The liability is transferred to revenue as and when the 
conditions attached to the grant are met. Grants without any conditions attached are recognised as revenue when the asset is recognised. 


1.16 EMPLOYEE BENEFITS 

The municipality provides retirement contributions for its employees and Councilors. Contributions are made to the Natal Joint Municipal Pension Fund to fund 
the obligations for the payment of retirement benefits in accordance with the rules of the defined benefit funds it administers. Contributions are recognised as an 
expense in the statement of Financial Performance. 

1,16,1 Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation leave and sick leave, bonuses, 
and non-monetary benefits such as medical care), are recognised in the period in which the service is rendered are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase their entitlement or, in the case of 
non-accumulating absences, when the absence occurs. 

i ne expectea cosis ot surplus snaring ana Donus payments is recogmsea as an expense wnen mere is a legal or constructive ODiigation to maxe sucn payments 
as a result of past performance. 


1,16,2 Defined contribution plans 

Council employees contribute to the Natal Joint Municipal Pension Fund. The retirement benefit fund is subject to the Pension Fund Act, 1956, with pension 
being calculated on the pensionable remuneration paid. 

a aerinea contrioution plan is a plan unaer wmcn tne municipality pays rixea contrioutions into a separate entity, i ne municipality nas no legal or constructive 
obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to service in the current or prior periods. 
The municipality’s contributions to the defined contribution funds are established in terms of the rules governing those plans. Contributions are recognised in the 
Statement of Financial Performance in the period in which the service is rendered by the relevant employees. The municipality has no further payment obligations 
once the contributions have been paid. 

1,16,2 Defined contribution plans (continued) 

Natal Joint Municipal Pension Fund have been accounted for as defined contribution plans in accordance with the requirements on multi-employer plans where 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 

1,16,3 Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined milestones of service within the Municipality. The Municipality’s obligation 
under these plans is valued by independent qualified actuaries annually and the corresponding liability is raised. Payments are set-off against the liability, 
including notional interest, resulting from the valuation by the actuaries and are recognised in the Statement of Financial Performance as employee benefits upon 
valuation. 


Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the Statement of Financial 
Performance in the period that it occurs. These obligations are valued annually by independent qualified actuaries 


1.17 BUDGET INFORMATION 


The presentation of budget information is prepared in accordance with GRAP 24 and guidelines issued by National Treasury. The comparison of budget and 
actual amounts are disclosed as a separate additional financial statement, namely Statement of comparison of budget and actual amounts. 

Budget information is presented on the accrual basis and is based on the same period as the actual amounts, i.e. 1 July 2014 to 30 June 2015. The budget 
information is therefore on a comparable basis to the actual amounts. 

The comparable information includes the following: 

the approved and final budget amounts; 
actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included in the Statement of Comparison of Budget and Actual Amounts. 

Explanations for material differences between the final budget amounts and actual amounts are included the Statement of Comparison of Budget and Actual Amour 

The disclosure of comparative information in respect of the previous period is not required in terms of GRAP 24. No amendments or disclosure requirements in 
terms of GRAP 3 (Revised - March 2012) has been made. 


1.18 RELATED PARTIES 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South African Government. As a consequence 
of the constitutional independence of the three spheres of government in South Africa, only entities within the national sphere of government are considered to 
be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including those charged with the governance 
of the municipality in accordance with legislation, in instances where they are required to perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be influenced by, that management in 
their dealings with the municipality. 

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 - “Related Party Disclosures”. 

A related party is a person or an entity: 

• with the ability to control or jointly control the other party, 

• or exercise significant influence over the other party, or vice versa, 

• or an entity that is subject to common control, or joint control. 


The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person’s family is related to the Municipality if that person: 

• has control or joint control over the Municipality. 

• has significant influence over the Municipalities. Significant influence is the power to participate in the financial and operating policy decisions of the Mun 

• is a member of the management of the Municipality or its controlling entity. 

(b) An entity is related to the Municipality if any of the following conditions apply: 

• the entity is a member of the same Municipality (which means that each controlling entity, controlled entity and fellow controlled entity is related to the ol 

• one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of an Municipality of which the other entity is a 

• both entities are joint ventures of the same third party. 

• one entity is a joint venture of a third entity and the other entity is an associate of the third entity. 

• the entity is a post-employment benefit plan for the benefit of employees of either the Municipality or an entity related to the Municipality. If the reporting entity is 
itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

• a person identified in (a) has significant influence over that entity or is a member of the management of that entity (or its controlling entity). 

Close members of the family of a person are those family members who may be expected to influence, or be influenced by that person in their dealings with the 
Municipality. A person is considered to be a close member of the family of another person if they: 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or affinity. 

Management (formerly known as “Key Management”) includes all persons having the authority and responsibility for planning, directing and controlling the 


1.18 RELATED PARTIES (CONTINUED) 

(a) all members of the governing body of the Municipality; 

(b) a member of the governing body of an Municipality who has the authority and responsibility for planning, directing and controlling the activities of the 

© any key advisors of a member, or sub-committees, of the governing body who has the authority and responsibility for planning, directing and controlling the 
(d) the senior management team of the Municipality, including the chief executive officer or permanent head of the Municipality, unless already included in (a). 

Management personnel include: 

(a) All directors or members of the governing body of the Municipality, being the Mayor, Deputy Mayor, Speaker and members of the Mayoral Committee. 

(b) Other persons having the authority and responsibility for planning, directing and controlling the activities of the reporting Municipality being the Municipal 
Manager, Chief Financial Officer an all other managers reporting directly to the Municipal Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided to the Municipality in their capacity as members of the management team or 
employees. Benefits derived directly or indirectly from the Municipality for services in any capacity other than as an employee or a member of management do 
not meet the definition of remuneration. Remuneration of management excludes any consideration provided solely as a reimbursement for expenditure incurred 
by those persons for the benefit of the Municipality. 

The Municipality operates in an economic environment currently dominated by entities directly or indirectly owned by the South African government. As a result of 
the Constitutional independence of all three spheres of government in South Africa, only parties within the same sphere of government will be considered to be 
related parties. Only transactions with such parties which are not at arm’s length and not on normal commercial terms are disclosed. 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 


1.19 SIGNIFICANT JUDGEMENT AND SOURCES OF ESTIMATING UNCERTAINTY 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the amounts represented in the annual 
financial statements and related disclosures. Use of available information and the application of judgement are inherent in the formation of estimates. Actual 
results in the future could differ from these estimates which may be material to the annual financial statements. Significant judgements include: 


1.19.1 TRADE AND OTHER RECEIVABLES/LOANS RECEIVABLES 

The municipality assesses its trade receivables and loans and receivables for impairment at each reporting date. In determining whether an impairment loss 
should be recorded in surplus or deficit, the entity makes judgements as to whether there is observable data indicating a measurable decrease in the estimated 
future cash flows from a financial asset. The impairment for trade receivables and loans and receivables is calculated on a portfolio basis on the remaining 
individually impaired items, based on historical loss ratios, adjusted for national and industry-specific economic conditions and other Indicators present at the 
reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and scaled to the estimated loss 

1.19.2 FAIR VALUE ESTIMATION 

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on quoted market prices at the end of 
the reporting period. The quoted market price used for financial assets held by the entity is the current bid price. 

The fair value of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is determined by using valuation 
techniques. The entity uses a variety of methods and makes assumptions that are based on market conditions existing at the end of each reporting period. 
Quoted market prices or dealer quotes for similar instruments are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used 
to determine fair value for the remaining financial instruments. 

The carrying values of trade receivables and payables are assumed to approximate their fair values. 


1,19,3 IMPAIRMENT TESTING 

The recoverable (service) amounts of individual assets and cash-generating units have been determined based on the higher of value-in-use calculations and fair 
values less costs to sell. These calculations require the use of estimates and assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying amount may not be 
recoverable. If there are indications that impairment may have occurred, estimates are prepared of expected future cash flows for each group of assets. 


1,19,4 USEFUL LIVES OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS 

The municipality's management determines the estimated useful lives and related depreciation charges for property, plant and equipment and intangible assets. 
This estimate is based on the condition and use of the individual assets, in order to determine the remaining period over which the asset can and will be used. 


1.19.5 ALLOWANCES FOR IMPAIRMENT 

On receivables an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The impairment is measured as the 
difference between the receivable's carrying amount and the present value of estimated future sh flows discounted at the effective interest rate, computed at 

1.19.6 PROVISION FOR STAFF LEAVE 

Staff leave is accrued to employees according to collective agreements. Provision is made for the full cost of accrued leave at reporting date. This provision will 
be realised as employees take leave or when employment is terminated. 

1.19.7 PROVISION FOR PERFORMANCE BONUS 

The provision for performance bonuses represents the best estimate of the obligation at year end and is based on historic patterns of payment of performance 
bonuses. Performance bonuses are subject to evaluation by Council. 

1,20 COMMITMENTS (CAPITAL AND OPERATING) 

Commitments are future expenses and liabilities to be incurred on a contractual basis that have been entered into at reporting date. 

The amount of capital commitments and other operating commitments contracted for at the reporting date and which have been recognised as liabilities are 
disclosed by way of note 


Capital commitments are disclosed in the Annual Financial Statements when the letter of award is accepted by the contractor for capital commitments and when 
the order is issued for operating commitments 

Capital commitments disclosed in the annual financial statements represents the contractual balance committed to capital projects on reporting date that will be 
incurred in the period subsequent to the specific reporting date. 

Operational commitments disclosed in the annual financial statements represent only the contractual balance committed to operating expenditure. 


1.20 COMMITMENTS (CAPITAL AND OPERATING) CONTINUED 

1.21 EVENTS AFTER REPORTING DATE 

Events after reporting date are those events, both favorable and unfavorable, that occur between the reporting date and the date when the annual financial 
statements are authorised for issue.. Two types of events can be identified: 

(a) those that provide evidence of conditions that existed at the reporting date (adjusting events after reporting date): and 

(b) those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the nature and an estimate of the financial effect. 


2. POLIO 

The unaudited annual financial statements have been prepared in accordance with the South African Standards of Generally Recognised Accounting Practice on 
a basis consistent with the prior year. There were no changes to the accounting policy during the current year. 


3. NEW STANDARDS AND INTERPRETATIONS 

3.1 STANDARDS AND INTERPRETATIONS EFFECTIVE AND ADOPTED IN THE CURRENT YEAR 

In the current year there were no new standards which were adopted by the municipality 


4. Mergers 

4.1 Accounting policy adopted for the merger 

Mergers are accounted for in accordance with GRAP 107. The combining entities 
derecognise their assets and liabilities at their carrying amounts at the date of the 
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BIG 5 HLABISA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2017 

Any difference between the assets and liabilities derecognised and the consideration received, if any, is recognised in accumulated surplus or deficit. 

4.2 Merging Entities 

The Big 5 Hlabisa Municipality was incorporated on the 10th of August 2016 

The entities who under took the merger are hereto recognised as Hlabisa Local Municipality and The Big Five Falsebay Local Municipality. 

The merger arose as a result of the decision taken by the municipal demarcation board. 

4.3 The Merger date 

The Big 5 Hlabisa Municipality was incorporated on the 10th of August 2016 

Refer to Note 5 for the effect of the merger on the opening balances of the Big 5 Hlabisa Local Municipality 
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Note 5 

Take on Balances of the Big 5 Hlabisa Local Muncipality on the date of incorporation being the 10th of August 2016 



TAKE ON 
BALANCE 


HLABISA 


BIG 5 FB 


R 


R 


R 

Assets 

Non-Current Assets 

253 203 614 


121 098 663 


132 104 951 

Property,Plant & Equipment 

251 908 023 


120 502 822 


131 405 201 

Investment Property 

501 310 


293 000 


208 310 

Intangible Assets 

288 641 


288 641 



Deposits 

14 200 


14 200 



Receivables from Exchange Transactions 

491 440 


- 


491 440 

Current Assets 

44 169 851 


9 502 310 


34 667 541 

Trade Receivables from exchange transactions 

523 846 


398 325 


125 521 

Trade Receivables from non exchange transactions 

6 320 337 


1 751 647 


4 568 690 

Consumer Debtors 

20 119 945 


- 


20 119 945 

VAT Receivables 

9 384 240 


4 472 416 


4 911 824 

Cash and cash equivalents 

7 821 483 


2 879 922 


4 941 561 

Total Assets 

297 373 465 


130 600 973 


166 772 492 

Liabilities 






Non-Current Liabilities 

9 484 715 


3 363 843 


6 120 872 

Finance Lease Obligation 

Non-Current Provisions - Long Service Award 

1 608 574 


1 608 574 


" 

Non - Current Provisions - Landfill Site 

1 755 268 


1 755 268 



Provisions 

6 120 872 




6 120 872 

Current Liabilities 

44 046 013 


22 137 755 


21 908 258 

Trade & other Payables from exchange transactions 

8 905 548 


8 905 548 



Trade & other Payables from non-exchange transactions 

3 670 466 


3 670 466 



Unspent Conditional Grants 

8 710 960 


8 710 960 



Current portion of lease liability 

850 780 


850 780 



Current Liabilities 

21 908 258 




21 908 258 

Total Liabilities 

53 530 728 


25 501 598 


28 029 130 

Net Assets 






Accumulated Surplus 

243 842 737 


105 099 375 


138 743 362 







Total Net Assets 

243 842 737 


105 099 375 


138 743 362 
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BIG 5 HLABISA LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2017 



NOTES 

30 JUNE 2017 




R 


Revenue 

Revenue from non-exchange transactions 

Property rates 

21 

7 114 889 


Property rates penalties 

21 

1 162 297 


Interest earned Investment 

18.1 

561 198 


Traffic Fines 


533 650 


Licences and permits issued 


1 554 663 


Government grants and subsidies 

22 

128 095 533 


Gain on assets donated 


487 314 


Revenue from exchange transactions 

Service charges 

17 

1 469 654 


Interest earned Main bank 

18.2 

171 608 


Rental revenue 

20 

194 072 


Commission received 

19 

14 986 


Sundry income 

19 

149 576 


Loss on Scrapping of Asset 


(345 995) 


Total Revenue (A) 


141 163 446 


Expenditure (classified by nature) 

Employee related costs 

23 

55 865 532 


Councillor remunerations 

24 

6 035 833 


Depreciation 

25 

10 268 685 


Finance Charges 

26 

365 698 


Contracted Services 

27 

425 265 


General expenses 

28 

59 258 244 


Repairs and maintenance 

28.1 

2 288 477 


Provision for doubtful debts 


9 670 584 


Provision for Site Rehabilitation 

16 

430 619 


Total Expenditure (B) 


144 608 937 


Total expenditure (A) plus loss on sale 


144 608 937 


Surplus/(Deficit) for the year (A-B) 


(3 445 491) 
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BIG 5 HLABISA LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30 JUNE 2017 



NOTES 

30 JUNE 2017 



R 

Assets 



Non-current assets 


268 162 849 

Property, plant and equipment 

9 

267 517 174 

Investment property 

8 

293 000 

Intangible assets 

10 

338 476 

Deposits 

11 

14 200 

Current assets 


32 607 433 

Trade and Receivable from exchange transactions 

6 A 

4 902 856 

Trade and Receivable from non exchange transactions 

6J2 

13 974 800 

VAT Receivables 

14 

11 803 116 

Cash and cash equivalents 

7 

1 926 661 

Total assets 


300 770 283 

Liabilities 



Non- Current Liabilities 


9 765 407 

Finance Lease Obligation 

12 

310 075 

Non-Current Provisions - Long Service Award 

30 

1 557 789 

Non-Current Provisions - Landfill Site 

16 

7 897 543 

Current liabilities 


49 832 458 

Trade and other payables from exchange transactions 

13.1 

32 241 190 

Trade and other payables from non-exchange transactions 

13.2 

12 765 725 

Unspent Conditional Grants 

15 

4 825 542 

Current portion of lease liability 

12 


Total liabilities 


59 597 865 

Net assets 


241 172 418 

Accumulated surplus 


241 172 418 

Total net assets 


241 172 418 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2017 






NOTE 

Accumulated 



surplus 



R 

Opening Balance as at 10 August 2016 


243 842 737 

Adjustment to opening Accumulated Surplus 


775 173 

Adjusted Opening Balance as at 10 August 2016 

43 

244 617 910 

Surplus for the period 


(3 445 491) 

Balance as at 09 August 2016 

43 

241 172 418 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2017 



NOTES 

30 JUNE 2017 


CASH FLOW FROM OPERATING ACTIVITIES 


R 


Receipts 




Sale of goods and services 

42 

8 491 785 


Grants 

22 

128 095 533 


Interest Receipts 

18 

732 806 




137 320 125 


Payments 




Employee related costs 

42 

(61 901 365) 


Suppliers 

42 

(55 605 919) 


Interest paid 


(147 900) 




(117 655 185) 


Net cash flow from operating activities 

29 

19 664 940 


CASH FLOW FROM INVESTING ACTIVITIES 




Additions to property, plant and equipment 

9 

(24 930 930) 


Additions to intangible assets 

10 

(88 125) 


Net cash flow from investing activities 


(25 019 056) 


CASH FLOW FROM FINANCING ACTIVITIES 




Repayment of lease liability 

12 

(540 705) 


Net cash flow from financing activities 


(540 705) 


Net cash flows for the year 


(5 894 821) 


Cash and cash equivalents beginning of year 


7 821 483 


Cash and cash equivalents end of year 

7 

1 926 661 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 
Statement of Comparison of Budget and Actual Amounts 


Figures in Rand 

Original Budget 

01 July 2016 to 

30 June 2017 

Budget 

adjustments (i.t.o 
s28 and 31 of 
MFMA) 

Final Budget 01 
July 2016 to 

30 June 2017 

Final Adjustment 

Budget apportioned for 
10 Aug 2016 to 30 June 
2017 

Shifting of funds 
(i.t.o 31 of MFMA) 

Virement (i.t.o 
council 
approved 
policy) 

Final Budget 
apportioned for 01 
July to 09 August 
2016 

Actual outcome 

Unauthorised 

expenditure 

Variance 

Actual outcome Reason for Material Variance 

as % of final 

budget 

Property rates 

13 959 780 


13 959 780 

12 420 683 



12 420 683 

8 277 186 


4 143 497 

The variance is due to reduction in 
property rates and property rate 
penalties due a 50% discount on 
billing granted to customers and 
interest not being levied on these 
debtor accounts between March 2017 
and June 2017. This decission was 
-33% approved by council resolution 

Service charges 

Investment revenue 

1 849 238 

1 037 000 

(268 352) 

1 849 238 

768 648 

1 645 355 

683 903 



1 645 355 

683 903 

1 469 654 

732 806 


175 701 

(48 903) 

The variance is due to refuse 
customers not being levied interest on 
these debtor accounts between Marcf 
2017 and June 2017. This decission 
-11 % was approved by council resolution 
The variance is positive and is due to 
cash being held in intered bearing 
investment accounts for longer 

7% periods during the year 

Transfers recognised operational 

118 168 320 

900 000 

119 068 320 

119 068 320 



119 068 320 

128 095 533 


(9 027 213) 

The variance is due to municipality no 
including the R 9 Million rand which 
related to the prior year unspent 
conditional grants. This amount was 
decuted by National Treaury from the 
8% current year equitable share receipts. 

Other own revenue 

6 958 229 

(1 338 317) 

5 619 912 

5 000 304 



5 000 304 

2 588 267 


2 412 037 

The variance is due to the reduction ir 
traffic fines issued as budgeted. In the 
Hluhluwe region the Traffic camera, 
which was used to generate revenue 
was not used in the current financial 
-48% year 

Total Revenue (excluding capital 
transfers and conrtibutions) 

141 972 567 

(706 669) 

141 265 898 

138 818 564 



138 818 564 

141 163 446 


(2 344 881) 


Employee related costs 

Renumeration of Councilors 

45 729 437 

6 775 763 

10 463 573 

(426 737) 

56 193 009 

6 349 026 

49 997 602 

5 649 031 



49 997 602 

5 649 031 

55 865 532 

6 035 833 

5 867 930 

386 802 

(5 867 930) 

(386 802) 

The variance is due to increases in 
payroll cost being effected in 

December 2016, furthermore the 
increase is due to the movement of 
the leave pay provision and provision 
12% for 13th cheque calculation 

Movement is within the acceptable 

7% norm 

Depreciation and asset impairment 

12 125 476 

(3 333 663) 

8 791 813 

7 822 496 



7 822 496 

10 268 685 

2 446 189 

(2 446 189) 

The variance is due to the higher 
"Cost" being included or transferred tc 
fixed asset from Work In Progress. 
During the year a total of R 39 Million 
of immoveable assets was transferred 
out from WIP/Assets under 
construction to fixed asset. The result 
being the actual increase in 
depreciation as compared to the 

31% budget 

Finance Charges 

350 001 

(200 000) 

150 001 

133 463 



133 463 

365 698 

232 235 

(232 235) 

The variance is due to the increase on 
the interest charge relating to Interest 
charged on the long service award 
and the landfill site provision totalling 

R 217K. This charge was not 

174% considered in the budget 

Transfers, Grants and other expenditure 

72 837 605 

(3 667 485) 

69 170 120 

61 543 957 



61 543 957 

72 073 189 

10 529 232 

(10 529 232) 

The variance is due to the increase in 
the provision for doubtful debts 
relating to Debtors (Refuse, Rates 
and Traffic Fines). The combined 
statement of financial performance 
effect was a total of R 9.6 Million. 

The increase in the provision was due 
to a larger portion of traffic fines 
debtors and Refuse/Rates Debtors 

17% being assessed not to be recoverable. 

Total expenditure 

137 818 281 

2 835 688 

140 653 969 

125 146 550 



125 146 550 

144 608 937 

19 462 388 

(19 462 388) 


Surplus/(Deficit) 

4 154 285 

(3 542 357) 

611 929 

13 672 015 



13 672 015 

(3 445 491) 

(19 462 388) 

17 117 506 


Capital expenditure and funds sources 

Total capital expenditure 

23 800 000 


23 800 000 

23 800 000 



23 800 000 

23 738 969 


61 032 

0% The variance is within the norm 
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BIG 5 HLABISA LOCAL MUNICIPALm 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201' 

Statement of Comparison of Budget and Actual Amounts - Statement of Financial Positic 


Figures in Rand 

Original Budget Budget 

Final adjustment Shifting of 


adjustments 

budget funds (i.t.o 31 


(i.t.o s28 and 31 

of MFMA) 


of MFMA) 



Virement Final Budget Actual Variance Actual Reason for Material Variance 

(i.t.o council outcome outcome as 

approved % of final 

policy) budget 


Non-current assets 

Property, plant and equipment 
Investment property 
Intangible assets 
Other Non Current 


Current assets 

Consumer Debtors 
Other Debtors 
VAT Receivables 
Cash and cash equivalents 

Total assets 


302 175 580 


302 175 580 



302 175 580 

268 162 849 

(34 012 730) 

-12.68% 

The variance is primarily due to the difference in NBV on Property Plan and Equipment and the 
Fair value of invesement property. These were incorrectly calculated during the budgeting proces:; 

278 807 820 

20 444 760 

623 000 

2 300 000 


278 807 820 

20 444 760 

623 000 

2 300 000 



278 807 820 

20 444 760 

623 000 

2 300 000 

267 517 174 

293 000 

338 476 

14 200 




36 046 487 

(11 923 478) 

24 123 009 



24 123 009 

32 607 433 

8 484 424 

26.02% 

The variance is primarliy due to the vat receivable of R11 M forming part of the actual results. The 
muncipality has been behind with submitting their vat 201 forms during the year and as a result 
this amount remains receivable 

19 660 420 

2 108 254 

14 277 813 

1 337 378 

(13 260 856) 

20 997 798 

2 108 254 

1 016 957 



20 997 798 

2 108 254 

1 016 957 

4 902 856 

13 974 800 

11 803 116 

1 926 661 




338 222 067 

(11 923 478) 

326 298 589 

326 298 589 

300 770 283 

(25 528 306) 

-8.49% 



Liabilities 


Non- Current Liabilities 

5 500 000 


5 500 000 



5 500 000 

9 455 332 

3 955 332 

41.83% 

The variance is due the movements in the bad debt provisions, landfill site rehabilitiation and long 
service award for the year. The increase is due a deteriotation of debtors collectibility 

Finance Lease Obligation 

Provisions 

Non-Current Provisions - Landfill 
Site 

5 500 000 


5 500 000 



5 500 000 

1 557 789 

7 897 543 








Current liabilities 

11 938 000 

(3 938 000) 

8 000 000 



8 000 000 

49 832 458 

41 832 458 

83.95% 

The variance is due the increase in trade creditors. The municipality experiencing a reduction in 
cash flows, as a result the trade creditors balance have increased as compared to the budget 
amount 

Trade and other payables from 
exchange transactions 

Trade and other payables from non¬ 
exchange transactions 

Unspent Conditional Grants 

Current portion of lease liability 
Other Creditors 

11 938 000 

(3 938 000) 

8 000 000 



8 000 000 

32 241 190 

12 765 725 

4 825 542 




Total liabilities 

17 438 000 


13 500 000 

13 500 000 

59 287 790 

45 787 790 

77.23% 


Accumulated Surplus/Net assets 

320 784 067 

(11 923 478) 

312 798 589 

312 798 589 

241 482 492 

(71 316 097) 

-29.53% 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 
Statement of Comparison of Budget and Actual Amounts 


Original 

Budget 

Final 

Shifting 

Virement Final Budget Actual 

Variance 

Actual 

Budget 

adjustments 

addjustment 

of funds 

(i.t.o outcome 


outcome as 


(i.t.o s28 and 31 

budget 

(i.t.o 31 of council 


% of final 


of MFMA) 


MFMA) 

approved 


budget 


Figures in Rand 




oolicv) 





Cash flows 









Net cash from (used) operating 

36 605 489 

(12 394 000) 

24 211 489 


24 211 489 

19 664 940 

(4 546 549) 

-19% 

Net cash from (used) investing 

(27 048 606) 

- 

(27 048 606) 


(27 048 606) 

(25 019 056) 

2 029 550 

-8% 

Net cash from (used) financing 

(783 477) 

(68 000) 

(851 477) 


(851 477) 

(540 705) 

310 771 

-36% 

Net increase/(decrease) in cash and cash 
equivalents 

8 773 406 

(12 462 000) 

(3 688 594) 


(3 688 594) 

(5 894 821) 

(2 206 227) 

160% 

Cash and cash equivalents at the beginning of 
the year 

3 948 000 

757 373 

4 705 373 


4 705 373 

7 821 483 

3116 110 

166% 

Cash and cash equivalents at the end of the year 

12 721 406 

(11 704 627) 

1 016 779 

. 

1 016 779 

1 926 662 

909 883 

189% 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


6.1 Trade and Receivable from exchange transactions 


30 JUNE 2017 


Refuse 

Allowance for debt impairment on refuse 
Trade Creditors with a debit balance 


10 456 255 TB 

(5 704 691) 

151 292 

4 902 856 


Refuse 

Current (0-30 days) 224 480 

31-60 days 219 301 

61-90 days 198 697 

91 -120 days 120 905 

121 - 365 days 9 692 872 


10 456 255 


Summary of trade receivables by customer classification 


Refuse 

Government 

Current (0-30 days) 2 205 

31-60 days 4 222 

61 - 90 days 
91 -120 days 

121 - 365 days 140 995 

_147 423 

Industrial/ Commercial 

Current (0-30 days) 63 334 

31-60 days 48 343 

61-90 days 36 987 

91 -120 days 25 614 

121 - 365 days 531 865 

706 144 


Residential 

Current (0-30 days) 158 940 

31-60 days 166 736 

61 - 90 days 171 995 

91 -120 days 97 952 

121 - 365 days 9 007 065 

9 602 689 


6.2 Trade and other receivables from non-exchange transactions 
Gross Balances 

Rates 

Debtors: Traffic Fines 
Staff Debt 
Other Debtors 

Less: Allowances for impairment 

Rates 

Debtors: Traffic Fines 

Net Balance 


30 JUNE 2017 


20 895 437 


10 456 255 
31 351 692 

1 741 202 
29 610 490 

(12 803 306) 

(10 995 176) 

13 974 800 


20 895 437 
15 995 035 
169 989 
712 821 


TOTAL PER 
NOTE 


LESS NEGAT 


PER TB 


Summary of other receivables by customer classification 


Rates 

Government 

Current (0-30 days) 9 467 

31 - 60 days 43 008 

61-90 days 213 313 

91 -120 days 11441 

121 - 365 days 4 380 347 

4 657 576 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


Industrial/ Commercial 


Current (0-30 days) 688 234 

31-60 days 570 813 

61-90 days 437 286 

91 -120 days 307 052 

121 - 365 days 8 649 606 


10 652 991 


Residential 

Current (0-30 days) 283 310 

31-60 days 267 101 

61-90 days 232 849 

91 -120 days 111932 

121 - 365 days 4 689 678 

5 584 870 


6.2 Trade and other receivables from non-exchange transactions (continued) 


Total 30 JUNE 2017 

Current (0 - 30 days) 981 011 

31-60 days 880 922 

61-90 days 883 448 

91 -120 days 430 425 

121 - 365 days 17 719 630 

20 895 437 

Less: Allowance for debt impairment (12 803 306) 

8 092 131 


6.2 Reconciliation of allowance for impairment of trade receivables (continued) 30 JUNE 2017 

Opening balance 19 832 589 

Contribution to allowance 9 670 584 

29 503 173 


Trade and other receivables pledged as security 

No portion of accounts receivables was pledged as security for any financial liabilities. 

No security is held for any accounts receivables. 

These amounts best represent the maximum exposure to credit risk at the end of the reporting 
period, without taking account of any collateral held or other enhancement 


7 Cash and Cash equivalent 30 JUNE 2017 

Investment - ABSA 56 026 

Investment - FNB - 62205724174 ( 6 ) 

Investment - FNB - 62641677466 16 605 

Investment - FNB - 62641681251 4 694 

I nvestment - ABSA - 9104689480 1 

Investment - Nedbank - 7881083085 1 661 

Investment - Nedbank - 9998 86 149 

Investment - Mercantile - 4100167725 16 255 

Main Bank Account - FNB - 62632389450 1 453 755 

Investment - Absa - 9109586760 58 065 

Main Bank Account - FNB - 62022340385 88 291 

Investment - FNB - 62641679123 113 856 

Call Account-FNB - 62641675890 7 444 

Petty Cash 23 866 

1 926 661 


ABSA 

Cash book balance at beginning of year 46 960 

Bank statement balance at beginning of year 66 960 

Cash book balance at end of period 56 026 

Bank statement balance at end of period 76 026 

FNB (62205724174) 

Cash book balance at beginning of year 284 039 

Bank statement balance at beginning of year 284 045 

Cash book balance at end of period ( 6 ) 

Bank statement balance at end of period 



BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 

Investment - FNB (62641677466) 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 16 605 

Bank statement balance at end of period 16 605 

Investment - FNB (62641681251) 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 4 694 

Bank statement balance at end of period 4 694 

Investment - Nedbank (7881083085) 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 1 661 

Bank statement balance at end of period 

Investment - Nedbank 9998 

Cash book balance at beginning of year 81 535 

Bank statement balance at beginning of year 81 535 

Cash book balance at end of period 86 149 

Bank statement balance at end of period 86 139 

Investment - Mercantile (4100167725) 

Cash book balance at beginning of year 15 249 

Bank statement balance at beginning of year 15 249 

Cash book balance at end of period 16 255 

Bank statement balance at end of period 16 255 

Main Bank Account - FNB -62632389450 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 1 453 755 

Bank statement balance at end of period 1 453 755 

Investment - Absa - 9109586760 

Cash book balance at beginning of year 56 610 

Bank statement balance at beginning of year 56 610 

Cash book balance at end of period 58 065 

Bank statement balance at end of period 58 065 

Main Bank Account - FNB - 62022340385 

Cash book balance at beginning of year 190 680 

Bank statement balance at beginning of year 190 680 

Cash book balance at end of period 88 291 

Bank statement balance at end of period 88 291 

Investment - FNB - 62641679123 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 113 856 

Bank statement balance at end of period 113 856 

Call Account-FNB -62641675890 

Cash book balance at beginning of year 
Bank statement balance at beginning of year 

Cash book balance at end of period 7 444 

Bank statement balance at end of period 7 444 



BIG 5 HLABISA LOCAL MUNICIPALITY 

NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


8 Investment Property 30 JUNE 2017 

Cost 293 000 

Devaluation 

Carrying value 293 000 


Reconciliation of investment property 

Opening balance 293 000 

Impairment 

Revaluation 

293 000 


Investment property consists of land in the name of the municipality that had 
been leased out 

Finance Management Act is available for inspection at the registered office of 

Other information 

Amounts recognised in surplus and deficit for the year 

Rental revenue for investment property 124 503 


Pledged as security 

No investment properties were pledged as security for overdraft facilities during the year 



BIG 5 HLABISA LOCAL MUNICIPALITY 

NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


9 Property, plant and equipment 


30 JUNE 2017 



COST 

ACCUMULATED 

DEPRECIATION l 

CARRYING VALUE 

Land 

57 080 966 

& IMPAIRMENT 

57 080 966 

Buildings 

75 895 390 

(18 659 845) 

57 235 545 

Infrastructure 

106 508 028 

(26 276 732) 

80 231 295 

Community Assets 

57 332 904 

(7 178 189) 

50 154 714 

WIP 

12 958 067 


12 958 067 

Plant & Machinery 

3 194 966 

(1 700 187) 

1 494 779 

Furniture & Fixtures 

3 998 418 

(1 523 394) 

2 475 024 

Motor Vehicles 

10 837 073 

(6 357 307) 

4 479 766 

Office Equipment 

828 673 

(630 618) 

198 055 

IT Equipment 

1 522 438 

(804 085) 

718 353 

Finance Leased Asset 

3121 351 

(2 630 742) 

490 609 

Total 

333 278 273 

(65 761 099) 

267 517 174 


Year Ended 30 June 2017 - Reconciliation of Property, Plant and Equipment Carrying Values/NBV 


Opening 

Balance 

Adjustments to 
the Opening 
Balance 

Restated 
Opening Balance 

Additions 

Disposals/ 

Scrapping 

Transfers 

Impairment 

Depreciation 

Total 


Land 

57 080 966 


57 080 966 





57 080 966 

57 080 966 

Buildings 

57 681 435 

(259) 

57 681 176 



1 863 005 

(2 308 637) 

57 235 545 

57 235 545 

Infrastructure 

55 424 865 

294 293 

55 719 159 



28 268 504 

(3 756 367) 

80 231 295 

80 231 295 

Community Assets 

41 569 651 

789 375 

42 359 026 



9 395 780 

(1 600 091) 

50 154 715 

50 154 714 

WIP 

30 595 045 

(33 167) 

30 561 878 

21 923 477 


(39 527 289) 


12 958 067 

12 958 067 

Plant & Machinery 

1 340 346 

314 

1 340 661 

432 600 

(54 124) 


(224 358) 

1 494 779 

1 494 779 

Furniture & Fixtures 

2 188 470 

1 569 

2 190 040 

981 488 

(176 098) 


(520 406) 

2 475 024 

2 475 024 

Motor Vehicles 

4 561 603 


4 561 603 

894 700 



(976 537) 

4 479 766 

4 479 766 

Office Equipment 

344 879 

6 982 

351 861 


(32 833) 


(120 973) 

198 055 

198 055 

IT Equipment 

686 829 

4 736 

691 565 

388 591 

(100 484) 


(261 318) 

718 354 

718 353 

Finance Leased Asset 

433 932 


433 932 

310 075 



(253 397) 

490 609 

490 609 

Total 

251 908 022 

1 063 844 

252 971 867 

24 930 930 

(363 539) 


(10 022 085) 

267 517 174 

267 517 174 

Year Ended 30 June 2017 - Reconciliation of WIP/Work In Progress 











Opening 

Balance 

Adjustments to 
the Opening 
Balance 

Restated 
Opening Balance 

Additions 

Transfers 

Closing Balance 




Buildings 




1 863 005 

(1 863 005) 





Infrastructure 

21 762 816 


21 762 816 

7 623 997 

(28 268 504) 

1 118 309 




Community Assets 

8 832 229 

(33 167) 

8 799 062 

12 436 475 

(9 395 780) 

11 839 758 




Total WIP/Work In Progress 

30 595 045 

(33 167) 

30 561 878 

21 923 477 

(39 527 289) 

12 958 067 





9 Property, plant and equipment - continued 
Work In Progress/WIP: 

Additions to WIP: are disclosed under the additions column in the reconciliation above and are recognised in the financial statement 
when the invoice is received from the contractor. 

Transfer out of WIP: are disclosed under the Transfers column in the reconciliation above and represent transfers out from WIP to 
Community and Infrastructure assets. These transfer occurs on the date that the contractor has certified the completion of the project. 


Fixed Asset Register: 

A Fixed Asset Register that is compliant with the requirement of GRAP 17 is maintained by the 
Leased assets recorded in the Fixed Asset Register serve as security for the finance lease liability 






BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


10 Intangible Assets 

30 JUNE 2017 Cost/valuation imulated Amortis Carrying value 


Computer software 

1 653 252 

(1 314 776) 

338 476 



Total 

1 653 252 

(1 314 776) 

338 476 



Reconciliation of intangible assets 

Computer software 

Opening balance 

496 955 

Additions 

88 125 

Scrapping 

Amortisation 

(246 601) 

NBV 

338 480 

Total 

496 955 

88 125 


(246 601) 

338 480 


Intangible Asset Register: 

A Fixed Asset Register that is compliant with the requirement of GRAP is maintained by the 
municipality 

11 Deposits 30 JUNE 2017 

Deposits 14 200 


12 Finance lease obligations 


30 JUNE 2017 



Minimum lease 
Payment 

Future finance 
Income 

Present value 
of minimum 
lease payments 



Amounts payable under finance leases 






Within one year 

96 321 

11 753 

108 074 

PER TB 

(424 183) 

Within two to five years 

192 632 

9 370 

202 001 

PER TB 

734 258 


288 952 

21 123 

310 075 


310 075 


0 


The average lease term is 5 years and the average effective borrowing rate is 0.37% per anum 

The nature of the Finance lease liabilities are agreements in place with the supplier Vodacom 4U for the supply of 

Laptop Computer. 

Finance lease liabilities are secured with lease assets that are located at the municipality. 
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BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


13 Payables 30 JUNE 2017 

13.1 Payables from exchange transactions 

Trade payables 22 353 024 

Deposits received 18 755 

Retentions 5 210 224 

Site Deposits 2 502 925 

Other creditors 415 060 

Debtors with Credit balance 1 741 202 

32 241 190 


13.2 Payables from non-exchange transactions 30 JUNE 2017 

Leave accruals 4 603 987 

Annual bonus accrual 1 736 423 

Sundry payables 5 489 279 

Other creditors 936 037 

12 765 725 


14 Value Added Tax 30 JUNE 2017 

VAT receivable from SARS 11 803 116 


15 Unspent conditional grants and receipts 30 JUNE 2017 

Corridor Development Grant 652 752 

Municipal Demarcation Grant 

DOH - Disaster Management Grant 1 267 785 

Municipal Systems Improvement Grant (0) 

Extended Public Works Program Grant 135 720 

Hlabisa Sewerage System Project 1 798 319 

Municipal Infrastructure Grant - MIG (0) 

Work/Study Grant 700 000 

National Electrification Program Grant 19 490 

Library Grant - Department of Arts & Culture 1 

Finance Management Grant 

LGSETA 25 475 

Migration of Records Grants 200 000 

Municipal By Law Grant 26 000 

4 825 542 


Movement during the year 


Grant Description 

Opening 

Balance 

Adjustment to Adjusted 

Opening Balance Opening Balance 

Receipts 

Expenditure 

Deductions Per 
National 

Treasury 

Closing Balance 

Corridor Development Grant 

652 752 


652 752 




652 752 

Municipal Demarcation Grant 

3 424 287 


3 424 287 

5 828 000 

(9 252 287) 



DOH - Disaster Management Grant 

1 267 785 


1 267 785 




1 267 785 

Municipal Systems Improvement Grant 

356 400 

344 713 

701 113 



(701 113) 


Extended Public Works Program Grant 

256 769 


256 769 

3 545 000 

(3 386 196) 

(279 852) 

135 720 

Hlabisa Sewerage System Project 

1 798 319 


1 798 319 




1 798 319 

Municipal Infrastructure Grant - MIG 

7 948 862 


7 948 862 

23 800 000 

(23 738 969) 

(8 009 894) 

(0) 

Work/Study Grant 




700 000 



700 000 

National Electrification Program Grant 




20 000 000 

(19 646 270) 

(334 240) 

19 490 

Library Grant - Department of Arts & Culture 

233 786 


233 786 

1 880 000 

(2 113 785) 


1 

Finance Management Grant 

45 929 


45 929 

3 650 000 

(3 651 430) 

(44 499) 

0 

LGSETA 

25 475 


25 475 




25 475 

Migration of Records Grants 




200 000 



200 000 

COGTA By Laws 




200 000 

(174 000) 


26 000 


16 010 363 

344 713 

16 355 076 

59 803 000 

(61 962 936) 

(9 369 598) 

4 825 542 


16 Provision for rehabilitation of landfill site 30 JUNE 2017 

Opening balance 7 384 828 

Current year movement: Interest Charge 82 096 

Current year movement: Movement in Provision 430 619 

Closing balance 7 897 543 
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NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


17 Service charges 

Refuse removal 


30 JUNE 2017 

1 469 654 


18 Interest earned - external investments 
18.1 Interest earned - non exchange transaction 

Short-term deposits 


30 JUNE 2017 


18.2 Interest earned - exchange transaction 

Bank 


30 JUNE 2017 
171 608 


19 Other revenue 


30 JUNE 2017 


Sundry income 
Commission earned 


149 576 
14 986 


20 Rental of facilities and equipment 


30 JUNE 2017 


Rental of facilities 
Rental of equipment 


192 914 
1 159 


21 Property rates 


30 JUNE 2017 


Municipal rates 
Property rates penalties 


7 114 889 
1 162 297 


22 Government grants and subsidies 


30 JUNE 2017 


Equitable share 

Government grant expenditure transferred to revenue 


66 132 598 
61 962 936 


23 Employee related costs 

Basic Salary 
Bonus 

Medical Aid Contributions 
Unemployment Insurance Fund - UIF 
Skills Development Levy - SDL 
Pension Fund Contributions 
Disability & Other Allowance 
Travel and all other travelling allowances 
Overtime 

Housing benefits and allowances 

Telephone allowance 

Leave 

Social Contributions 

Contribution to long service award 

Local Government Bargaining Council Contributions 


30 JUNE 2017 

38 794 323 

3 157 003 

2 223 196 
311 349 
469 571 

4 946 015 
231 492 

3 937 271 
209 965 
407 580 
156 730 

1 671 303 
11 000 
(677 798) 
16 531 
55 865 532 



BIG 5 HLABISA LOCAL MUNICIPALITY 


NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


Remuneration of Municipal Manager 30 JUNE 2017 

Annual remuneration 559 571 

Travel allowance and travel claims 227 653 

Cellphone allowance 22 765 

Housing allowance 122 631 

Contributions to UIF,Medical aid and pension funds 112 670 

1 045 290 


23 Employee related costs (continued) 30 JUNE 2017 

Remuneration of Chief Finance Officer 

Annual remuneration, including acting allowance 461 712 

Travel allowance and travel claims 87 061 

Cell phone allowance 3 446 

Contributions to UIF,Medical aid and pension funds 54 030 

Annual Bonus 38 301 

644 550 


There has not been a permanent appointment of the Chief Finance Officer during the financial year. The Chief Financial Officer is currently acting. 


Remuneration of Director Corporate Services 

Annual remuneration 417 672 

Travel allowance and travel claims 182 122 

Cellphone allowance 22 765 

Housing allowance 73 560 

Contributions to UIF,Medical aid and pension funds 30 081 

726 201 


Remuneration of Director Planning and Infrastructure 


Annual remuneration 417 672 

Travel allowance and travel claims 170 740 

Cellphone allowance 22 765 

Housing allowance 84 943 

Contributions to UIF,Medical aid and pension funds 1 679 

697 800 


Remuneration of Director Community Services 


Annual remuneration 477 434 

Travel allowance and travel claims 12 731 

Cellphone allowance 79 572 

Housing & Disability allowance 73 207 

Contributions to UIF,Medical aid and pension funds 154 458 

797 403 


24 Councilors remuneration 30 JUNE 2017 

Total Remuneration 6 035 833 

Made Up: 

Mayor 628 488 

Deputy Mayor 277 845 

Speaker 284 633 

Exco Member 265 981 

Councilors 4 578 886 

6 035 833 


In-Kind Benefits 

The Deputy Mayor, and Mayoral Committee Members are part-time employees. The Mayor is a 
full-time employee. The Mayor, Deputy Mayor and Speaker have offices and secretarial support at 
the cost of the Council. 

The Mayor, has the use of separate Council owned vehicle for official duties. 

The Mayor has two full-time bodyguards. The Deputy Mayor and the Speaker has one full-time bodyguard. 
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NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


25 Depreciation and amortisation 30 JUNE 2017 

PPE 10 022 085 (10 022 085) 

Intangible assets 246 601 

10 268 685 


26 Interest paid 30 JUNE 2017 

Finance leases 147 900 

Long Service Award - interest 135 701 

Interest - Land fill site 82 096 

365 698~ 

27 Contracted services 30 JUNE 2017 

Contracted services 425 265 


28 General Expenses 


30 JUNE 2017 


Administration expenses - Committee expenses 483 388 

Advertising 1 559 646 

Auditors Remuneration 3 633 851 

Bank Charges 173 920 

Bursary 462 208 

Cleaning Expenses 1 268 172 

Consulting and professional fees 6 301 616 

National Electrification Grant Expenditure (Electricity Connections, Cabling etc) 17 575 394 

Extended Public Works Grant Expenditure (Salaries, admin cost) 3 171 826 

Municipal Demarcation Grant Expenditure (Admin cost, Advertising etc) 1 090 182 

Municipal By law Grant Expenditure (Admin cost, Advertising etc) 152 632 

Poverty Alleviation (Groceries, donations, sponsorship for communities) 530 268 

Fuel and Oil 1 219 733 

Special programs expenditure (Transport, venue hire, Functions cost) 986 230 

Insurance 574 936 

Legal Fees 448 069 

Office Machine Rental Expense 690 069 

Postage and telephone 2 761 565 

Printing & stationary 821 899 

Promotions: Arts & Culture events 546 936 

Public Participation (Catering, Road shows expenditure) 13 300 

Security Services - Contracted 5 665 717 

Sports and Recreation 393 461 

Subsistence and travel 1 568 761 

Staff Training Costs 2 162 231 

Uniform 524 157 

Electricity & Water Costs 894 686 

Youth Support (Transport, venue hire, Functions cost) 56 833 

Licenses & Memberships 236 244 

IDP Expenditure (Transport, venue hire, Functions cost) 1 153 044 

Car Hire 44 234 

Other Expenditure 2 093 039 


59 258 244 


28.1 Repairs & Maintenance 30 JUNE 2017 

Buildings 760 302 

Infrastructure 54 029 

Plant & Machinery 196 800 

Motor Vehicles 1 277 345 

2 288 476 
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NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


29 Cash generated from operations 


30 JUNE 2017 


Surplus/Loss for the year (3 445 491) 

Adjustment for: 

Depreciation and amortisation 10 268 685 

Loss on sale of assets 345 995 

Provision for doubtful debts 9 670 584 

Other non-cash items (62 456) 

Provision for Refuse Site Rehabilitation 430 619 

Interest Paid - Landfill Site & Long Service Award 217 797 

Service cost and actuarial gain on Long Service Award (677 798) 

Prior Year grant deduction netted off against equitable share (9 369 598) 

Income on Asset donated (487 314) 

Change in working capital: 

Movement on Trade and other receivables from exchange & non exchange transactions 8 086 472 

Movement in Vat Receivable (2 418 876) 

Movement on Payables from exchange transactions 11 336 451 

Unspent conditional grant (4 230 131) 

19 664 940 


19 664 940 

0 


30 Long Service Awards 

The Council offers employees leave awards that may be exchanged for cash on certain anniversaries of 
commencing service and a retirement gift determined by reference to length of service. 

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were 
carried out as at 30 June 2017 by Onepangaea , a Fellow of the Actuarial Society of South Africa. The present value 
of the defined benefit obligation, and the related current service cost and past service cost, were measured using the 
Projected Unit Credit Method. 


The principal actuarial assumptions used were as follows: 30 JUNE 2017 

Discount rate per annum 8.89% 

General Inflation 5.68% 

Salary inflation 6.68% 

Real rate 2.07% 

Examples of mortality rates used were as follows: 

Average retirement age 63 

Mortality during employment SA85-90 


The amounts recognised in the Statement of Financial Position were determined as follows: 

30 JUNE 2017 

Present value of funded obligations 1 557 789 

Fair value of plan assets 

Liability in the Statement of Financial Position 1 557 789 


Movements in the defined benefit obligation is as follows: 


Balance at beginning of the year 2 099 886 

Interest cost 135 701 

Current service cost 246 011 

Benefit payments (456 453) 

Actuarial (gains)/losses (467 356) 

Balance at end of year 1 557 789 


The amounts recognised in the Statement of Financial Performance were as follows: 


Interest cost 135 701 

Current service cost 246 011 

Benefit payments (456 453) 

Actuarial (gains)/losses (467 356) 

Total Employee Benefit included in Employee Related Costs (542 097) 
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NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017 


In conclusion: 

Statement of Financial Position obligation for: 

Long Services Award. 


30 JUNE 2017 

1 557 789 

1 557 789 


Statement of Financial performance obligation for: 

Long Service Award gain (542 097) 

(542 097) 


31 Fruitless and wasteful expenditure 30 JUNE 2017 

Opening balance 

Current year 347 038 

Less: condoned 

347 038 


Nature of fruitless and wasteful expenditure 

Interest and penalties on late payments( SARS, Auditor 

General, Telkom & Eskom) 347 038 

347 038 


32 Irregular Expenditure 30 JUNE 2017 

Opening balance 

Current year 48 116 086 

48 116 086 


33 Unauthorised 30 JUNE 2017 

Opening balance 

Over expenditure - Appropriation Statement 19 462 388 

Conditional grants not cash backed 2 898 881 Conditional Grants - Less Cash in Bank 

22 361 269 


34 Additional disclosure in terms of Municipal Finance Management Act 

Contributions to organised local government 

Current year 

Auditors remuneration - AGSA 30 JUNE 2017 

Current year charge 3 414 513 

Amount paid (2 207 275) 

1 207 238 


PAYE AND UIF 

10 435 655 
(8 327 308) 

2 108 347 


Current year charge 
Amount paid 


Pension and Medical Aid Contribution 

7 960 659 
(5 582 103) 

2 378 556 


Current year charge 
Amount paid 


VAT 

VAT Receivable 


11 803 116 
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35 Commitments 

Authorised capital expenditure 

65 920 647 

782 566 

66 703 213 


Approved and contracted for 
Capital 

Property, plant and equipment and electrification projects 

Operating 

Open orders 


Approved but not yet contracted for 

Property, plant and equipment and electrification projects 950 000 


36 Events after reporting date 

There have been no significant events after the reporting date of the 30th of June 2017 to disclose. 


37 Key Sources of estimation uncertainty and judgements 

The following areas involve a significant degree of estimation uncertainty: 

- Useful lives and residual values of property, plant and equipment 

- Recoverable amount of property, plant and equipment 

- Provision for doubtful debts 

- Impairment of assets 


38 Risk Management 

Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash and cash equivalents and trade debtors. The only cash with major 
banks with high quality credit standing and limits exposure to any one counter party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers 
on an ongoing basis. If customers are independently rated, these ratings are used. 

Otherwise, if there is no financial position, past experience and other factors. The utilisation of credit limits is regularly 
monitored. Sales to retail customers are settled in cash or using major credit cards. 

Credit guarantee insurance is purchased when deemed appropriate. 


Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments, 
facilities. 

Interest rate risk 

As municipality has no significant interest-bearing assets, the municipality's income and operating 

39 Financial assets by category 

The accounting policies for financial instruments have been applied to the line items below: 

30 JUNE 2017 

Trade and receivables from exchange transactions 4 902 856 

Trade and receivables from non - exchange transactions 13 974 800 

Cash and cash equivalents 1 926 661 

VAT receivables 11 803 116 


32 607 433 
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40 Financial liabilities by category 

The accounting policies for financial instruments have been applied to the line items below: 

30 JUNE 2017 


Payables from exchange transactions 32 241 190 

Payables from non-exchange transactions 12 765 725 

Unspent Conditional Grants 4 825 542 

Bank overdraft 

Lease liability 310 075 

Provisions 9 455 332 

59 597 865 


41 Contingent liabilities & Assets 
41.1 Contingent liabilities 

Current Year Litigation: 

Republic Watch - 

The municipality is in dispute with this service provider who provided physical security to the to the Hluhluwe offices as after the merger 
the municipality determined that the monthly charge being levied exceeded the market rate. 

To date the High Court granted the final order where the court ordered that the applicant has a valid agreement with the municipality 
and had ordered that the municipality comply with such order and furthermore effect payments in terms of a monthly charge , claimed 
by Republic Watch. 

As at the end of August 2017, the legal council of the municipality has instituted proceedings to set aside the final order granted in the 
High Court. It is the municipality's contention that no service agreement exists and furthermore that the applicant has not rendered 


Legal Cost Incurred to date: 


R 105 000 


Contingent Liability 

Contingent liability relating to legal cost: R 100 000 


Wamkelqa: 

The legal council of the municipality has opposed an action brought by Wamkhele which has been instituted out of the High Court. The 
claim is in region of R1.6 M. 

Legal Cost Incurred to date: R 20 000 

Contingent Liability 

Contingent liability relating to settlement: R 1 600 000 

Mazars Incorporated: 

A judgment was granted against the municipality in the local regional civil court relating to the service rendered by Mazars Incorporated 
to prepare the Fixed Asset register for the Hlabisa Local Municipality prior to the existence of the Big 5 Hlabisa Local Municipality. The 
total amount granted in the judgment being R 217 170. 


Contingent Liability 

1. Contingent liability relating to Legal Cost: R 30 000 

2. Contingent liability relating to Settlement: R 91 359 

NB: The contingent liability of R 91 359 was calculated taking the judgment granted or R 217 170 and removing the amount reflected 
in the trade creditor balance for the supplier Mazars of R 125 810 

Maximum Profit Recovery 

A judgment was granted against the municipality in the local regional civil court relating to the service rendered by Maximum Profit 
Recovery relating to vat oversight/review for the Hlabisa Local Municipality prior to the existence of the Big 5 Hlabisa Local Municipality. 
The total amount granted in the judgment being R 101 719. 

As at the end of Auaust 2017. the leaal council of the municioalitv are further instructions on defendina the matter 
Contingent Liability 

Contingent liability relating to Settlement: R 101 719 


41 Prior period Error 

Property Plant & Equipment 

The prior period error relates to: 

> Incorrect capitalisation of asset cost and accumulated depreciation effect relating to moveable's(Plastic 
Chairs). 

> Assets with a nil book value at the beginning of the year on the register (Restating accumulated 


Opening Balance -10 AUGUST 2016 251 908 022 

Incorrect Asset Cost - Land (259) 

Asset Cost - Plast Chairs Cost Incorrectly Capitalised - Big 5 (32 484) 

Accumulated Depreciation Plast Chairs Incorrectly Capitalised 22 284 

Assets with a Nil Book Value at begin of the year 318 094 

Reduction of Retention effect on Accumulated Depreciation - Nkanjini Mpholo Road 1 554 

Accumulated Depreciation on additional invoices of assets transferred out of WIP (3 113) 

Adjusted opening balance as at 10 AUGUST 2016 252 214 099 
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Trade & other Payables from exchange transactions 

The prior period error relates to: 

> Incorrect accruals raised in the prior year (Where the payment was made and the accrual not reversed) 

> Duplicate invoices raised on creditor balances at the beginning of the year 

> Creditor balances not owed at the begging of the year 

Opening Balance -10 AUGUST 2016 30 813 806 

Incorrect Accruals raised in Prior Year - Hlabisa (171 651) 

Duplicate Creditor Raised in Prior year (642 158) 

Adjusted opening balance as at 10 AUGUST 2016 29 999 998 


Unspent Conditional Grants 

The prior period error relates to: 

> Adjustment to the Municipal Systems Improvement Grant opening balance as the amount deducted of 
R 701K during the financial year was based on the section 71 reports submitted by the municipality to 
Provincial Treasury and not the audited AFS for Hlabisa. 

> The opening balance reflected was R 356 K and hence the adjusted of R 344k in order to allow the 

Opening Balance ™10 AUGUST 2016 16 010 363 

Adjustment to opening Balance to National Treasury Deduction amount 344 713 

Adjusted opening balance as at 10 AUGUST 2016 16 355 076 


Accumulated Surplus 

Opening Balance-10 AUGUST 2016 243 842 737 

Effect on Surplus relating to PPE 306 077 

Effect on Surplus relating to Creditors 813 809 

Effect on Surplus relating to Unspent Conditional Grants (344 713) 

Adjusted balance as at 10 AUGUST 2016 (244 617 909) 

Surplus/Deficit for the Year 3 445 491 

Adjusted Closing Balance 30 June 2017 (241 172 418) 


42 Cash flows from operating activities 
Receipts: Sale of goods and services 

Total revenue as per Statement of Financial Performance 
Less: Interest received 

Less: Government grants and subsidies received 

Less: Prior Year grant deduction netted off against equitable share 

Less: Income recognised on receipt on asset donation 

Add: Loss on scrapping of assets 

Movement in receivables from exchange & Non exchange transactions 
Movement in VAT receivables 


30 JUNE 2017 

141 163 446 
(732 806) 
(128 095 533) 
(9 369 598) 
(487 314) 
345 995 
8 086 471 
(2 418 876) 
8 491 785 


Payables: Suppliers 


Total expenditure as per Statement of Financial Performance 

(144 608 937) 


Employee costs 

61 901 365 

45 089 

Actuarial Gain included in employee cost 

(677 798) 


Interest paid 

365 698 


Depreciation and amortisation 

10 268 685 


Other non-cash items 

(62 455) 


Contribution to landfill site 

430 619 


Provision for doubtful debts 

9 670 584 


Movement in payables 

11 336 451 


Movement in unspent conditional grants 

(4 230 131) 

(55 605 919) 



43 Accumulated surplus 

243 842 737 
775 173 
(244 617 909) 
3 445 491 

(241 172 418) 
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Opening balance - 09 AUGUST 2016 
Adjustment to Opening Balance 
Adjusted Opening balance 
Net profit for the year 
Closing balance 
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44 Going Concern 

We draw attention to the fact that as at 30 June 2017 the municipality had an accumulated surplus 
of R 241 172 418. The current liabilities exceeded its current assets by R17 225 024. 

Certain unspent conditional grants are not cash backed. 

The annual financial statements have been prepared on a basis of accounting policies applicable 
to a going concern. This basis presumes that funds will be available to fund future operations and 
that the realisation of assets and settlement of liabilities, contingent obligation and commitments 
will occur in the ordinary cause of business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. 
The most significant of these is that the government continue funding for the ongoing operations 
for the municipality to restore the solvency of the municipality. 


45 Deviations 


DEVIATION DETAILS 


DATE OF 
AWARD 


AWARDED TO 


AMOUNT 


APPROVED BY 
ACCOUNTING 
OFFICER 




